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DETAILED ACTION 

Notice to Applicant 

1 . This communication is in response to the Appeal Brief filed on 3/06/07. Claims 1- 
46 are pending. 

2. In view of the Appeal Brief filed on 3/06/07, PROSECUTION IS HEREBY 
REOPENED as set forth below. 

To avoid abandonment of the application, appellant must exercise one of the 
following two options: 

(1) file a reply under 37 C.F.R. 1 .1 1 1 (if this Office action is non-final) or a reply 
under 37 C.F.R. 1.1 13 (if this Office action is final); or, 

(2) request reinstatement of the appeal is requested, such request must be 
accompanied by a supplement appeal brief, but no new amendments, affidavits (37 
C.F.R. 1.130, 1.131 or 1.132) or other evidence are permitted. See 37 CFR 1.193) 
(b)(2). 

Claim Rejections - 35 USC § 103 

3. The following is a quotation of 35 U.S.C. 1 03(a) which forms the basis for all, 

obviousness rejections set forth in this Office action: 

(a) A patent may not be obtained though the invention is not identically disclosed or described as set 
forth in section 102 of this title, if the differences between the subject matter sought to be patented and 
the prior art are such that the subject matter as a whole would have been obvious at the time the 
invention was made to a person having ordinary skill in the art to which said subject matter pertains. 
Patentability shall not be negatived by the manner in which the invention was made. 
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4. Claims 1-46 are rejected under 35 U.S.C. 103(a) as being unpatentable over 
Torma et al in view of Lockwood et al (5,845,254) and further in view of (The status of 
TQM in healthcare, Health Marketing Quarterly; New York; 1998 by Yasin, Mahmoud M; 
Meacham, Katherine A; Alavi, Jafar. 

(A) As per claim 1 , Torma discloses the method comprising sharing a portion of the 
cost savings resulting from the provider's reduction of actual average cost per service 
episode compared to a predetermined budgeted average cost per service episode (See 
Torma, Col.9, lines 6-48). 

Torma does not explicitly disclose that the method having a portion depending in 
part upon the provider's average cost per service episode compared to an average cost 
per service episode of providers to the members, and in part upon the provider's 
performance on at least one of a quality measure and a member satisfaction measure. 

However, this feature is known in the art, as evidenced by Lockwood. In 
particular, Lockwood suggests that the method having a portion depending in part upon 
the provider's average cost per service episode compared to an average cost per 
service episode of providers to the members, and in part upon the provider's 
performance on at least one of a quality measure and a member satisfaction measure 
(See Lockwood, Col. 12, lines 67 to Col. 14, line 15; Col. 14, lines 1-17). 

It would have been obvious to one of ordinary skill in the art at the time of the 
invention to have included the feature of Lockwood within the system of Torma with the 
motivation of providing a cost efficiency performance level which is determined for each 
individual health-care provider within the group of healthcare providers from the plurality 
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of severity-adjusted sickness episode data records, and a qualitative performance level 
which determined for the group of healthcare providers as a whole (See Lockwood, 
Col.5, lines 41-47). 

Torma and Lockwood do not explicitly disclose a method of compensating a 
health service provider providing health services in service episodes to health plan 
members. 

However, this feature is known in the art, as evidenced by Yasin. In particular, 
Yasin suggests a method of compensating a health service provider providing health 
services in service episodes to health plan members (See Yasin, Page 8, Paragraph 2). 

It would have been obvious to one of ordinary skill in the art at the time of the 
invention to have included the feature of Yasin within the collective teachings of Torma 
and Lockwood with the motivation of encouraging contracting doctors to practice better 
and use less invasive, less expensive medical procedures by rewarding those who do 
with cash bonuses at the end of the year (See Yasin, Page 8, Paragraph 2). 

(B) As per claim 2, Lockwood discloses the method wherein the provider's actual 
average cost per service episode and the budgeted average cost per service episode 
are indexed to the same level of episode severity before comparison (See Lockwood, 
Col. 10, lines 55-67 to Col.11, line 30). 

The motivation for combining the respective teachings of Torma, Lockwood and 
Yasin are as discussed in the rejection of claim 1 above, and incorporated herein. 
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(C) As per claim 3, Lockwood discloses the method wherein the provider's actual 
average cost per service episode and the average cost per service episode of care of 
providers to the members of the health plan are indexed to the same level of episode 
severity before comparison (See Lockwood, Col.11, lines 1-31). 

The motivation for combining the respective teachings of Torma, Lockwood and 
Yasin are as discussed in the rejection of claim 1 above, and incorporated herein. 

(D) As per claim 4, Torma discloses the method wherein the portion of the cost 
savings shared with the provider depends upon whether the provider's average cost per 
service episode is above or below the median average cost per service episode of care 
of providers to the members of the health plan (See Torma, Col.7, lines 43-68 to Col.8, 
line 59). 

(E) As per claim 5, Torma discloses the method wherein the portion of the cost 
savings shared with the provider depends in part upon the provider's performance on a 
quality measure (See Torma, Col.7, lines 43-68 to Col.8, line 59). 

(F) As per claim 6, Lockwood discloses the method wherein the portion of the cost 
savings shared with the provider depends in part upon the provider's performance on a 
member satisfaction measure (See Lockwood, Col. 12, lines 67 to Col. 14, line 15; 
Col.14, lines 1-17). 
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The motivation for combining the respective teachings of Torma, Lockwood and 
Yasin are as discussed in the rejection of claim 1 above, and incorporated herein. 

(G) As per claim 7, Lockwood discloses the method wherein the portion of the cost 
savings shared with the provider depends in part upon the provider's performance on a 
measure of quality measure and member satisfaction (See Lockwood, Col. 12, lines 67 
to Col. 14, line 15; Col.14, lines 1-17). 

The motivation for combining the respective teachings of Torma, Lockwood and 
Yasin are as discussed in the rejection of claim 1 above, and incorporated herein. 

(H) As per claim 8, Torma discloses the method wherein the service provider is a 
group of individuals (See Torma, Col.5, lines 20-68). 

(I) As per claim 9, Lockwood discloses the method wherein the service provider is a 
group of individuals in a particular medical specialty, and wherein the comparison 
between the provider's average cost per service episode and an average cost per 
service episode of care of providers providing service to the members of the health plan 
is made with providers in the same medical specialty (See Lockwood, Col.54-67 to 
Col.8, lines 17). 

The motivation for combining the respective teachings of Torma, Lockwood and 
Yasin are as discussed in the rejection of claim 1 above, and incorporated herein. 
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(J) As per claim 10, Torma discloses the method comprising sharing a portion of the 
cost savings resulting from the reduction of the group's actual average cost per service 
episode compared to a predetermined budgeted average cost per service episode (See 
Torma, Col.9, lines 6-48). 

Torma does not explicitly disclose that the portion depending in part upon the 
group's average cost per service episode compared to an average cost per service 
episode of groups providing service to the members, and in part upon the group's 
performance on at least one of a quality measure and a member satisfaction measure. 

However, this feature is known in the art, as evidenced by Lockwood. In 
particular, Lockwood suggests that the portion depending in part upon the group's 
average cost per service episode compared to an average cost per service episode of 
groups providing service to the members, and in part upon the group's performance on 
at least one of a quality measure and a member satisfaction measure (See Lockwood, 
Col.12, lines 67 to Col.14, line 15; Col.14, lines 1-17). 

It would have been obvious to one of ordinary skill in the art at the time of the 
invention to have included the feature of Lockwood within the system of Torma with the 
motivation of providing a cost efficiency performance level which is determined for each 
individual health-care provider within the group of healthcare providers from the plurality 
of severity-adjusted sickness episode data records, and a qualitative performance level 
which determined for the group of healthcare providers as a whole (See Lockwood, 
Col.5, lines 41-47). 
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Torma and Lockwood do not explicitly disclose a method of compensating a 
health service provider providing health services in service episodes to health plan 
members. 

However, this feature is known in the art, as evidenced by Yasin. In particular, 
Yasin suggests a method of compensating a health service provider providing health 
services in service episodes to health plan members (See Yasin, Page 8, Paragraph 2). 

It would have been obvious to one of ordinary skill in the art at the time of the 
invention to have included the feature of Yasin within the collective teachings of Torma 
and Lockwood with the motivation of encouraging contracting doctors to practice better 
and use less invasive, less expensive medical procedures by rewarding those who do 
with cash bonuses at the end of the year (See Yasin, Page 8, Paragraph 2). 

(K) As per claim 18, Torma discloses the method comprising: developing a budgeted 
cost per episode of patient for a program period for at least one physician group based 
at least in part on the historic actual performance of the group (See Torma, Col. 12, lines 
42-68); 

compiling data on actual cost per episode of patient care during the program 
period (See Torma, Col.8, lines 6-67); 

comparing the group's actual cost per episode of patient care during the program 
period with the group's budgeted cost per episode of patient care for the program 
period, adjusted for changes in the severity of illness of the patients treated (See 
Torma, Col.8, lines 6-68). 



Application/Control Number: 09/922,297 Page 9 

Art Unit: 3627 

Torma does not explicitly disclose that the method having sharing a portion of the 
savings resulting from a reduction in actual cost per episode of patient care with the 
group, the portion depending upon the group's performance on a quality and/or patient 
satisfaction indicator. 

However, this feature is known in the art, as evidenced by Lockwood. In 
particular, Lockwood suggests that the method having sharing a portion of the savings 
resulting from a reduction in actual cost per episode of patient care with the group, the 
portion depending upon the group's performance on a quality and/or patjent satisfaction 
indicator (See Lockwood, Col.12, lines 54- 67 to Col.14, line 15; Col.14, lines 1-17). 

It would have been obvious to one of ordinary skill in the art at the time of the 
invention to have included the feature of Lockwood within the system of Torma with the 
motivation of providing a cost efficiency performance level which is determined for each 
individual health-care provider within the group of healthcare providers from the plurality 
of severity-adjusted sickness episode data records, and a qualitative performance level 
which determined for the group of healthcare providers as a whole (See Lockwood, 
Col.5, lines 41-47). 

Torma and Lockwood do not explicitly disclose a method of compensating a 
health service provider providing health services in service episodes to health plan 
members of a health plan served by a plurality of physician groups. 

However, this feature is known in the art, as evidenced by Yasin. In particular, 
Yasin suggests a method of compensating a health service provider providing health 
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services in service episodes to health plan members of a health plan served by a 
plurality of physician groups (See Yasin, Page 8, Paragraph 2). 

It would have been obvious to one of ordinary skill in the art at the time of the 
invention to have included the feature of Yasin within the collective teachings of Torma 
and Lockwood with the motivation of encouraging contracting doctors to practice better 
and use less invasive, less expensive medical procedures by rewarding those who do 
with cash bonuses at the end of the year (See Yasin, Page 8, Paragraph 2). 

(L) As per claim 19, Lockwood discloses the method wherein the sharing of a portion 
of the savings is also dependent on the group's performance relative to other physicians 
(See Lockwood, Col. 15, lines 30-67). 

The motivation for combining the respective teachings of Torma, Lockwood and 
Yasin are as discussed in the rejection of claims 1, 10 and 18 above, and incorporated 
herein. 

(M) As per claim 20, Lockwood discloses the method wherein the sharing of a portion 
of the savings of a group is dependant on a comparison of a measure of the group's 
cost per episode of patient care with a measure of other physicians' cost per episode of 
patient care (See Lockwood, Col.15, lines 1-56). 

The motivation for combining the respective teachings of Torma, Lockwood and 
Yasin are as discussed in the rejection of claims 1,10 and 18 above, and incorporated 
herein. 



Application/Control Number: 09/922,297 



Art Unit: 3627 



Page 1 1 



(N) As per claim 21 , Lockwood discloses the method wherein the measure of the 
group's cost per episode of patient care and the measure of other physicians' cost per 
episode of patient care in indexed to the same level of episode severity before 
comparison (See Lockwood, Col. 5, lines 28-47). 

The motivation for combining the respective teachings of Torma, Lockwood and 
Yasin are as discussed in the rejection of claims 1,10 and 18 above, and incorporated 
herein. 

(O) As per claim 22, Lockwood discloses the method wherein the portion of savings 
shared with the group depends upon the group's performance on a quality indicator 
relative to other physicians' performance on the quality indicator (See Lockwood, Col.4, 
lines 14-40). 

The motivation for combining the respective teachings of Torma, Lockwood and 
Yasin are as discussed in the rejection of claims 1,10 and 18 above, and incorporated 
herein. 

(P) As per claim 23, Lockwood discloses the method wherein the quality indicator 
includes a measurement of the number of patients with a particular diagnosis receiving 
a particular treatment (See Lockwood, Col.4, lines 14-56). 
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The motivation for combining the respective teachings of Torma, Lockwood and 
Yasin are as discussed in the rejection of claims 1,10 and 18 above, and incorporated 
herein. 

(Q) As per claim 24, Lockwood discloses the method wherein the quality indicator 
includes a measurement of the number of patients with a particular diagnosis not 
receiving a particular treatment (See Lockwood, Col.7, lines 42-67). 

The motivation' for combining the respective teachings of Torma, Lockwood and 
Yasin are as discussed in the rejection of claims 1,10 and 18 above, and incorporated 
herein. 

(R) As per claim 25, Lockwood discloses the method wherein the quality indicator 
includes measurement based on survey responses of plan members treated by the 
group (See Lockwood, Col.12, lines 35-67). 

The motivation for combining the respective teachings of Torma, Lockwood and 
Yasin are as discussed in the rejection of claims 1,10 and 18 above, and incorporated 
herein. 

(S) As per claim 26, Lockwood discloses the method wherein a group's budgeted 
cost per episode of patient care is determined based at least in part on the historic 
performance of the individual physicians in the group (See Lockwood, Col.12, lines 4- 
34). 
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The motivation for combining the respective teachings of Torma, Lockwood and 
Yasin are as discussed in the rejection of claims 1,10 and 18 above, and incorporated 
herein. 

(T) As per claim 27, Lockwood discloses the method wherein the weight given to the 
historic performance of an individual physician in the group depends upon that 
physician's total number of episodes of care (See Lockwood, Col.11, lines 1-31). 

The motivation for combining the respective teachings of Torma, Lockwood and 
Yasin are as discussed in the rejection of claims 1,10 and 18 above, and incorporated 
herein. 

(U) As per claim 28, Lockwood discloses the method wherein the weight given to the 
historic performance of an individual physician in the group depends upon the 
physician's number of episodes of care and the physician's medical specialty (See 
Lockwood,Col.6, lines 35-67; Col.9, lines 33-67). 

The motivation for combining the respective teachings of Torma, Lockwood and 
Yasin are as discussed in the rejection of claims 1,10 and 18 above, and incorporated 
herein. 

(V) As per claim 29, Lockwood discloses the method wherein the budgeted cost per 
episode of patient care and the actual cost per episode of patient care exclude 
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outpatient prescription pharmaceuticals (The Examiner interprets medical facilities to be 
a form of outpatient prescription pharmaceuticals See Torma, Col.7, lines 43-68). 

The motivation for combining the respective teachings of Torma, Lockwood and 
Yasin are as discussed in the rejection of claims 1,10 and 18 above, and incorporated 
herein. 

(W) As per claim 30, Lockwood discloses the method wherein the comparison 
between group's actual cost per episode of patient care during the program period with 
the group's budgeted cost per episode of patient care for the program period, is 
adjusted to take into account inflation between the time of the budget and the program 
period (See Lockwood, Col.12, lines 35-67). 

The motivation for combining the respective teachings of Torma, Lockwood and 
Yasin are as discussed in the rejection of claims 1,10 and 18 above, and incorporated 
herein. 

(X) As per claim 31 , Lockwood discloses the method wherein the adjustment to take 
into account inflation is implemented by increasing the group's budgeted cost per 
episode of patient care (See Lockwood, Col.5, lines 1-22). 

The motivation for combining the respective teachings of Torma, Lockwood and 
Yasin are as discussed in the rejection of claims 1,10 and 18 above, and incorporated 
herein. 
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(Y) As per claim 32, Lockwood discloses the method wherein the adjustment to take 
into account inflation is implemented by decreasing the group's actual cost per episode 
of patient care (See Lockwood, Col.4, lines 29-56). 

The motivation for combining the respective teachings of Torma, Lockwood and 
Yasin are as discussed in the rejection of claims 1,10 and 18 above, and incorporated 
herein. 

(Z) As per claim 33, Torma discloses the method wherein the adjustment for 
changes in the severity of illness of the patients treated comprises indexing the relative 
costs of the episodes of care used in determining budgeted cost per episode of patient 
care, and the relative costs of the episodes of care used in determining the actual cost 
per episode of patient care (See Torma, Col.8, lines 6-68). 

(AA) As per claim 34,Torma discloses a method managing the cost of heath services 
provided to members of a health plan served by a plurality of physician groups (See 
Torma, Col.6, lines 47-61). 

Torma does not explicitly disclose that the method having sharing with a group a 
portion of the cost savings resulting from that group's reduction in the cost episode of 
patient care during a period from a predetermined budgeted cost per episode of patient 
care for that period, the portion being determined at least in part by the group's 
performance on a quality and/or patient satisfaction indicator. 



Application/Control Number: 09/922,297 Page 16 

Art Unit: 3627 

However, this feature is known in the art, as evidenced by Lockwood. In 
particular, Lockwood suggests that the method having sharing with a group a portion of 
the cost savings resulting from that group's reduction in the cost episode of patient care 
during a period from a predetermined budgeted cost per episode of patient care for that 
period, the portion being determined at least in part by the group's performance on a 
quality and/or patient satisfaction indicator (See Lockwood, Col. 12, lines 54- 67 to 
Col.14, line 15; Col.14, lines 1-17). 

It would have been obvious to one of ordinary skill in the art at the time of the 
invention to have included the feature of Lockwood within the system of Torma with the 
motivation of providing a cost efficiency performance level which is determined for each 
individual health-care provider within the group of healthcare providers from the plurality 
of severity-adjusted sickness episode data records, and a qualitative performance level 
which determined for the group of healthcare providers as a whole (See Lockwood, 
Col.5, lines 41-47). 

Torma and Lockwood do not explicitly disclose by compensating physician 
groups for managing the cost and quality of health care services. 

However, this feature is known in the art, as evidenced by Yasin. In particular, 
Yasin suggests by compensating physician groups for managing the cost and quality of 
health care services (See Yasin, Page 8, Paragraph 2). 

It would have been obvious to one of ordinary skill in the art at the time of the 
invention to have included the feature of Yasin within the collective teachings of Torma 
and Lockwood with the motivation of encouraging contracting doctors to practice better 
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and use less invasive, less expensive medical procedures by rewarding those who do 
with cash bonuses at the end of the year (See Yasin, Page 8, Paragraph 2). 

(BB) As per claim 37, Lockwood discloses the method wherein the weight give to a 
group's historical performance depends upon the number of years of data for the group 
(See Lockwood, Col.10, lines 3-54). 

The motivation for combining the respective teachings of Torma, Lockwood and 
Yasin are as discussed in the rejection of claims 1, 10, 18 and 34 above, and 
incorporated herein. 

(CC) As per claim 38, Lockwood discloses the method wherein the weight given to a 
group's historical performance depends upon the number of years of data for the group 
and the group's specialty (See Lockwood, Col.10, lines 3-54). 

The motivation for combining the respective teachings of Torma, Lockwood and 
Yasin are as discussed in the rejection of claims 1, 10, 18 and 34 above, and 
incorporated herein. 

(DD) Claims 11-17, 35-36 and 39-45 recite the underlying process steps of the 
elements of claims 2-7, 9, 19-26 and 28 respectively. As the various elements of claims 
2-7, 9, 1 9-26 and 28 have been shown to be either disclosed by or obvious in view of 
the collective teachings of Torma and Lockwood, it is readily apparent that the method 
by the applied prior art performs the recited underlying functions. As such, the 
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limitations recited in claims 11-17, 35-36 and 39-45 are rejected for the same reasons 
given above for method claims 2-7, 9, 19-26 and 28, and incorporated herein. 

(EE) As per claim 46, Yasin discloses the method further comprising the step of 
periodically distributing information on the average cost per service episode to the 
health service provider, for motivating the health service provider to more efficiently 
manage episodes to keep their cost per service episode below the predetermined 
budgeted average (See Yasin, Page 8, Paragraphs 6-8). 

The motivation for combining the respective teachings of Torma, Lockwood and 
Yasin are as discussed in the rejection of claims 1 , 10, 18 and 34 above, and 
incorporated herein. 

Response to Arguments 

5. Applicant's arguments with respect to claims 1-46 have been considered but are 
moot in view of the new ground(s) of rejection. 

Conclusion 

6. The prior art made of record and not relied upon is considered pertinent to 
applicant's disclosure. The cited but not the applied art teaches method and system for 
generating statistically-based medical provider utilization profiles (6,223,164) and 
method and system for management of patient accounts (2002/0026328). 
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Any inquiry concerning this communication or earlier communications from the 
examiner should be directed to Vanel Frenel whose telephone number is 571-272-6769. 
The examiner can normally be reached on Monday-Thursday from 6:30am-5:00pm. 

If attempts to reach the examiner by telephone are unsuccessful, the examiner's 
supervisor, Zeender, Ryan Florian can be reached on 571-272-6790. The fax phone 
number for the organization where this application or proceeding is assigned is 571- 
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Patent Application Information Retrieval (PAIR) system. Status information for 
published applications may be obtained from either Private PAIR or Public PAIR. 
Status information for unpublished applications is available through Private PAIR only. 
For more information about the PAIR system, see http://pair-direct.uspto.gov. Should 
you have questions on access to the Private PAIR system, contact the Electronic 
Business Center (EBC) at 866-21 7-91 97 (toll-free). 
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